DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop 52-26-12
Baltimore, Maryland 21244-1850 CENTERS for MEDICARE & MEDICAID SERVICES

Center for Medicaid , CHIP, and Survey & Cettification

Ms. Elizabeth A, Johnson AUG 2 4 2010
Commissioner '
Cabinet for Health and Family Services
- Department for Medicaid Services
275 East Main Street, 6W-A
Frankfort, KY 40621

RE: State Plan Amendment 10-003
Dear Ms. Johnson:

We have reviewed the proposed amendment to Attachment 4.19-A of your Medicaid State plan
submitted under transmittal number 10-003. Effective July 1, 2010 this amendment revises the State’s
payment for hospital services. Specifically, this amendment provides for denial of payment for hospital
acquired conditions based on Medicare’s criteria.

We conducted our review of your submittal according to the statutory requirements at sections
1902(a)(13), 1902(a)(30), 1903(a) and 1923 of the Social Security Act and the implementing Federal
regulations at 42 CFR Part 447, We have found that the proposed changes in payment methodology
comply with applicable requirements and therefore have approved them with an effective date of July 1,
2010. We are enclosing the CMS-179 and the amended approved plan pages.

If you have any questions, please call Stanley Fields at (502) 223-5332,

Sincerely

Cindy
B/Director, CMCS
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DEPARTMENT OF HEALTH AND HUMAN SERVICLS FORM APPROVED -
HEALTH CARE FINANCING ADMINISTRATION OMBNO. 0938-0193
TRANSMITTAL AND NOTICE OF APPROVAL OF L. TRANSMITTAL NUMBER: 2. STATE
STATE PLAN MATERIAL 10-003 Kentucky

FOR: HEALTH CARE FINANCING ADMENISTRRATION

3, PROGRAM IDENTIFICATION: TITLE XIX OF THE
SOCIAL SECURITY ACT (MEDICAID)

TO: REGIONAL ADMINISTRATOR
HEALTH CARE FINANCING ADMINISTRATION

DEPARTMENT OF HEALTH AND HUMAN SERVICES

4. PROPOSED EFFECTIVE DATE Tt
112010

5. TYPE OF PLAN MATERIAL (Check One):

[CINEW STATE PLAN

[ AMENDMENT TO BE CONSIDERED A8 NEW PLAN

K ANENDMENT

COMPLETE BLOCKS 6 THRU 10 IF THIS 18 AN AMBNDMENT (Separate Transmiticl for vach amerdment)

6. FEDERAL STATUTE/REGULATION CITATION:
Section 5001(c) of the Deficit Raduction Act,

7. FEDERAL BUDGET IMPACT:
a FRY 2010 - (§150,000)
b.FFY 2011 - ($150,000)

8. PAGE NUMBER OF THE PLAN SECTION OR ATTACHMENT;

Attachment 4.498, Page 20:2171°
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9, PAGE NUMBER OF THE SUPERSEDED PLAN SECTION
OR ATTACHMENT (¥ Applicable}:

Same

10, SUBJECT OF AMENDMENT

This plan amendment provides for the denial of Hospital Acquired Conditions and Never Events while a Medicatd recipient is an inpavient in

an approved hospital,

11. GOVERNOR’S REVIEW (Check One):
L] GOVERNOR'S OFFICE REPORTED NO COMMENT
[] COMMENTS OF GOVERNOR'S OFFICE ENCLOSED
[ NO REPLY RECEIVED WITHIN 45 DAYS OF SUBMITTAL

X OTHER, AS SPECIFIED: Review detegated
la Conunissioner, Departinent for Medicatd
Services
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13.TYPED NAMF: Elizabeth A. .lohﬁson

14, TITLE: Commissioner, Department for Medicaid Services

15. DATE SUBMITTED; June 29, 2010

16. RETURN TO:

Department for Medicaid Services
275 Bast Maln Street 6W-A
Frankfort, Kentucky 40621

FOR REGIONAL OFFICE USE ONLY

“17. DATE RECEIVED:

18, DATE APPROVED:
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STATE:

Kentucky Attachment 4,19-A
Page 39

I) The department shail determine the cost outlier threshold for an out-ofistate claim using the same
method used to determine the cost outlier threshold for an in-state claim,

2) The department shall calculate the estimated cost of each discharge, for purposes of comparing the
estimated cost of each discharge to the outlier threshold, by multiplying the sum of the hospital-
specific operating and capital-related mean cost-to-charge ratios by the discharge-allowed charges,

3) The department shall use the Medicare operating and capital-related cost-to-charge ratios published in
the Federal Register for outlier payment calculations as of October 1 of the year immediately
preceding the start of the universal rate year,

4) The outlier payment amount shall equal eighty (80) percent for the amount which estimated costs
exceed the discharge’s outlier threshold.

G. The department shall make a cost outlier payment for an approved discharge meeting Medicaid criteria for a cost
outlier for each Medicare DRG. A cost outlier shall be subject to Quality Improvement Organization review and
approval.

1.

The department shall determine the cost outlier threshold for an out-of-state claim using the same method used
to determine the cost outlier threshold for an in-state claim.

The depariment shall calculate the estimated cost of each discharge, for purposes of comparing the estimated
cost of each discharge to the outlier threshold, by multiplying the sum of the hospital-specific operating and
capital-related mean cost-to-charge ratios by the discharge-allowed charges.

The department shall use the Medicare operating and capital-related cost-to-charge ratios published in the
Federal Register for outlier payment calculations as of October 1 of the year immediately preceding the start of
the universal rate year,

The outlier payment amount shall equal eighty (80) percent of the amount which estimated costs exceed the
discharge’s outlier threshold.

(11) Hospital Acquired Conditions and Never Events

For dates of service July 1, 2010 and after, for all Medicaid patients, requests for Diagnosis Related Groups (DRGs)
attributable to Medicare identified hospital acquired conditions, not present on admission, will not be approved by
the Peer Review Organization (PRO) and are not reimbursable. This policy applies to all Medicaid reimbursement
provisions contained in Section 4.19A, including Medicaid supplemental or enhanced payments and Medicaid
disproportionate share hospital payments.

TN# 10-003
Supersedes
TN# 09-003

Approved Date: AUG 2 4 zmn Effective Date: July 1, 2010




